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FROM: RIG/A/T, Coinase N. Gathard, Jr.

SUBJECT: Audit Report Yo, 1-719-80-21-N, "Audit of the Nutritional
Program Manage! bo tne Salvadoran Evangelical Committee for
Help and Develepment "TESADS in E1 Salvador"

This report presente  the results of a nen-Federal  fivnancial  and
compliance audit reaested o vour *fission of the Nutritional Program,
USATD/E1T  Salvador  Project No,  515-0281, managed by the  Salvadoran
Evangclical Committee for UVelp and Development (CESAD).  The certified
public occounting firm of Price Vaterhouse prepared the report, which is
dated Japnary A, 198G,

The nurpose of this aud:t wes o report on f1) the fairmess ol the fund
accountabi lity statement of the aroject for the period Jdanuare 1, 1987 to

June 30, 1082 [2)  the svstem of  internal  control, inchudine  the

arocurereni  sveteps and (30 crepliance by CESAD with applicable Taws,
reculations, anl agreement terme,

Price waterhouse  disclapmed  snooopinion on the fond  acconntability
statement  due to scope limitations  caused  byvooinadequate supporting
documentation primari v relastoed to procurcment . (ransportation services,
and  vehicle rentalsy  inadequere  inventory  recopds and  controls;  and
indications  of  conilicts 7 inteorest arxd Prrepular sccounting
nracedares,  Price wWaterhovss's wrnivoand cvabuntion of CEEADT anternal
accounting  control and procirecest practio e reveeled conditions which
thev belicve result in omaore Can oo velatively Tow rish o that orors or
irregularitics in anounts that weuld be matorial dn relation to the fond
accountabiiity ciatement mav o occur o and ot he detected owitnin o time by
preriod.  The wealnesse o coved wers (1 an anadheaate oo couniing
svstem; () inadeauate control v the Slow of dorumentor C5) hdeanste
cearevation of Tunctions in the procurcnent of  coods ant orvicesy el
(4) o dark of appronriate  crocutenent  proccodarec, Prioe Weterhonse
disclaimed an opinion on those ptems testedl Tor comp i e vt as on
untested  dtems  due to the  scope Timitetions aentiened  previcosly,
However,  they  determined  ther there was non-complianoe woth certain



agreepent  terms o and  applicable laws  and reenlations  requiring (1)
maintenance of  documentarics to support progect cests, L2 oappraval by
USAT VL salvador for purchases excecdine S, 0000 0310 walicitation of

competitive bid o guotations, and b withliolding of “advad ran taxes from
cnplovecs' salayries,  Algo o CESAD e oo al purcbeese s from emplovens g
formmer  cnplovees  and contractod o loraves ol TSAD of Drcdady and
erplovees  for transportation sorvices  an ol e rentada s which was
controyv o the reenlatior probibitine he acanisitiar o af conds
services from oemplovecs or pembers of rtperr Famlies, Price Watorhouse
identitied SI,1R2,295 o questiondlie conts rolated 1o non-comp lance

with grreenent terns and inadeauate supporting docupentation,  Thev also

found indications of irrevular accounting procedurcs which are detailed

in g Sopaite report,

B belicve that the tindines and recommendations on interpal controls and
compliance, as well as the auestionable costs included in the Price
Waterhcuse 1eport  are very significant, As o result, the following
recormendccion will be ancleded in the Oftice of the Inspector General's
audit cecomsoniation Tollow-tn syetom:

‘-

vOL

Recommendation

We recommend that USAIDNFL Salvador:

a. suspend any further funding te the Salvadoran Tvangelical Committee
for Blp o and Development  (CFSAD)  for  the Nutritionsl  Program,
HSATD/FL Salv dor Proiect Noo 519-0281, and Jdiscontinue <ipning any
future avreements vith the oreanization unless CESAD o demonstrate
the adequacy of irs accomting, financial wamgemsnt , procurement,
and dnternal ocontrol o svetens to orovide sroger accountahility for
AT Tands and coroliance with baws,  reeaia lohs,  and avecnent

temns, ot

7

negotiate o settlement with CISAD corcerning the disposition of the
$2,082,298 an costs auestioned by the Price Waterhouse report dated
Januan 4,

Please advise thls office within 30 days of actions planned or taken to
implement this recommendation,
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Fasrtags o dat 635 Telefono 21- 74934
£ Calyador, 1, A Tehex 20049

Price Waterhouse ”

January 4, 1989

Mr. Coinage N. Gothard

Regional Inspector General for Audit

U. S. Agency for International Development
Tegucigalpa, Honduras, C. A.

Dear Mr. Gothard:

This report presents the results of our financial and compliance
audit of the Nutritional Program, managed by the Salvadoran
rvangelical committee for Help ond Development (Comiteé Evangélico
Salvadoreno de aAyuda vy o oesarvollo CESADY, USAID/E)L salvador
Project No. 519-0231. The report covers the costs reimbursed to
CESAD during the period from Januaiy 1, 1987 through June 30,
1988.

BACKGRGUND

On January 23, 1985, the U. S. Sovernment, through the Agency for
International Development in k! Salvador (USAID/E]1  Salvador)
signed a cooperative agreement with the Salvadoran Fvangelical
Committee for Help and Devolopment (CESAD), tor providing food
and nutritional services as well as taking care of gravely
undernourished children. Fer such purposes, USAID/E] Salvador
careed to provide funds as follows:

Budgeted amounts

1. Personnel Us$1,011,000
2. Equipnent and service 310,000
3. Maintenance 410,043
4, Rent 1,056,000
5. Purchases 3,371,000
6. Training 180,000
7. Contingencies 21,957

Sub-Total 6,396,000
8. Handling commission _..590,000

US50,986,000



The agreement was signed on January 23, 1985 to cover the project
operations up to September 10, 1987; however, the project ending
date was extended to Dbecember 31, 1988, On May 20, 1988,
USAID/E]l Salvador notiiied the Executive Director of CESAD that
fundiny to the project would end by June 30, 1988.

The main purpose of the preoject was to supply food and
nutritional services to displaced families whose special needs
had been unattended by governmental and non-governmental
organizations. The three general objectives for attaining this
purpose were to:

1. Furnish nutritiona. assistance to displaced and relocated per-
sons, especially those whose living conditions jeopardized
their health,

The agreement envisaged a regular distribution of a food bas-
ket to supply a minimunm daily intake of 1,600 calories to each
person within the scattered displaced population, neither re-
gistered nor relocated.

2. Provide tor the special needs of vulnerable members of dis-
placed tamilio:,

To attain this objective, educational and nutritional assist-
ance centers would be established in places within reach of
the uisplaced  population, reglstered or not.

3. Coordinate with governmental and private institutions to im-
prove the nourishment of dicplaced and relo  ced persons.

According to the agreement, CESAD would cooperate with other
private and voluntary organizations and governmental institu-
tions in providing health and nourishment assistance to dis-
placed persons,

The project's basic activities were:

1. distribution of tood baskets among the displaced population;

2. provision of daily small meals in conjunction with educational
activitics tor thie undernourished members of families located

in slum colonies:

3. implementation of an intensive feed ing and referencoe program
ftor ehildren and graveiy, undernourished adults: and

4. implementaticn of a supervision and nutritional survey system,



Except for beans, sugar, salt and coffee, food to be distributed
would be obtained from the Public Law 480, Title II (PL 4R0) Pro-
gram, Local purchases ot food by CESAD were to faqllow the
requirements established by the agreement. Food was to be deli-
vered at distribution centers within reach of the communities.
CESAD was iequired to maintain sufficient food stocks, for which
rental of warehousing tacllities was authorized in San Miguel and
San Salvador, so that tocod would be readily available for
distribution. The warechouses were to have warehousemen and
watchmen for the protectien and care of the stored food items.
Physical control was to be implemented by adoption of the inven-
tory controls approved by USAID/E]l talvador.

As part of the tood distribution logistics, educational and nu-
tritional azsistance conters (CEHAD were created where attention
to the most vulnerable groups ot the displaced population was to
be concentrated, including infants, pre-school children, expect-
ant and nursing mothers, teenage girls, persons recovering from
serrious illnesses, persons with malnutrition symptoms and pcuple
engaged in heavy labor.

The agreement also incinded an intensive nourishment program to

take care ot ograesely underipourished adults and children, who
welghed less than oo ot thelr normal weights.

The Exccutive Director of CESAD is the ofticial reprosentative of
CESAD tor legal and policy matters related to the agreement.

The aqgrecment  provided CRsAal: owith tull responsibility for the
internal managem nt of i aspeects, ineludi neg:

1. Personnel contracting, except tor protessional staff which
required prior USAID,E] salvador approval.

2. Design, organization, implementation and covaluation of all
program activities.

3 Design of administrative and accounting procedures for con-
trolling the operations to be undertaken under the agreement.

4. Management of tunds generated under the agreement.
All project activitjes, including those detailed above, were un-
der the active supervision ot UsAlD/ED Salvador and its technical

assistance, when required.,

The main CLSAD ofticials participating in project 1mplementation
weie the tollowing:

Manuel <o Josun Ouinones Executive Director
Jaime AL chiacon Program Director
Carloc baut 1sta Flanenco General Manager
Mario Hugo Boniter Finance Manager



Bruno Alfredo Parada Administrative Manager

Rosa Emilia de Seballos Chief of the Technical
Department

rrancisco Flores Personnel

José Carlos Arias Chief, San Miguel Region

AUDIT OBJECTIVES AND SCOPE

We were engaged to conduct a financial and compliance audit of
the costs charged to the Nutritional Program, USAID/El Salvador
Project No. 919-0281, tor the period from January 1, 1987 through
June 30, 1988, Our cudit work included the review of the ac-
counting records, original source documentation supporting expen-
ditures, the internal arcounting contrel and precurement systems
and the procedurcs applicd 1, CESAD f{or controlliny transactions
originating {rom the projosct.

Our examination was pertormed in accordance with generally ac-
cepted auditing standards and the United States Comptrecller Gene-
ral's "Srandards tor Audit ot Governmental Organizations, Pro-
grams, Activities, and Funetions" (1981 Revision), and included
such tests as decened necessary to determine whether:

1. The tund accountabilily statement for the project presents
fairly the receipts and disbursements fo. the period from Ja-
nuary 1, 1987 through June 30, 1938,

N

CESAD's procurement practices and internal accounting controls
were adedquatc tor project purposes.,

3. CESAD complicd with agrecment terms, applicable laws and regu-
lations and implementation lotters.

We were also alert to situations o transactions that could be
indicative of traud, abuse o tllegal expenditares and acts.

The scope of our wor't included the follow ing:

1. review ol documentation supporting costs charged to the prou-
ject for salaries and {ringe benetfits, vehicle rentals, trans-
portation servicen, purchase of  commoditics and agricultural
inputs, ac owell as other direct costs;

2. study and cevaluation ot the internal accounting control system
and accounting piractices ol lowed by CESAD for controlling
project activiticg;

3. evaluation of the procurement procedures and practices used by
CESAD tor the acquisition or gyoods and services related to the
project;
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4. review of project related transactions to assure that CESAD
was in compliance with agreement terms and applicable laws and
regulations; and

5. review of CESAD's handling charges to assure that the amounts
charged were in accordance with the agreement.

RESULTS _OF AUDIT

Fund Accountability Statement

We were appointed as auditors on May 16, 1988, four days before
USAID/El Salvador notified CESAD of the discontinuance and
finalization of project activitiss, thus preventing us from
applying the followirg audit procedures:

1. Physical inspection of tood and agricultural inputs delivered
to the communities.

2. Obtaining assurance that the signatures evidencing receipt of
the delivery orders matched those of the community representa-
tives, ¢s it was not possible to obtain from program officials
a listing ot such siginaiures for their comparison with those
appearing on the delivery orders.

3. Review of the procedures used for the acquisition of goods and
services, vehicle rentals, freight, and personnel hiring. The
fact that che key stati anvolved in such proceaures were no
longer und.r the employment of CESAD and that no activities of
such naturce took place after our appolntment prevented an
evaluation of the controls surrounding such transactions.

Further to t.ie above mentioned limitations, our audit tests dis-
clos2d that:

1. CESAD did not have a contlict-of-interest policy guaranteeing
that business transactions were conducted on a competitive,
oper: and reasonable bhasis.

2. Vehuzle rentals used by program officials and cmployees were
not supported by prior reguests and USAID/E1 Salvador
approvals,

3. Purchases 1n excess ot ¢20,000 were made without the required
USATD/ELD Salvador approval

4. No subsidiary  records  fon nventory  control  oexisted for
reviewing the related unit and value movements.

5. CESAD did not prepare o und accountablility statement reflect-
ing both receipts 1rom CHAID/ET S Salvador  and  disbursements
made during the period from January 1, 1987 to June 30, 1988,
as well as receivables from or payables to USAID/E1 Salvador,
if any.



Because of the limitations and significance of the matters men-
tioned in the preceding paragraphs, we were unable to apply ade-
quate auditing procedures to satisfy ourselves as to the reason-
ableness and applicability ot the costs charged to the project.
Consequently, the scope of our work was not sufficient to enable
us to express, and we do not cexpress, an opinion on the fund ac-
countability statement tor the Nutritional Program for the period
from January 1, 1987 to June 30, 1988. Hevertheless, our work
identified certain costs aggregating £10,246,038 and £665,453, as
described in Notec 4 and % to the tund accountability statement,
which in our opinion could 1w considered questionable.

Internal Accounting Control and Procurement System

Pue to inadequate internal accounting  control and procurement
systems, we could not rely un those systems to determine the na-
ture, timing and exteat of the audit tests and procedures
considered necessary (ol expressing an oplnion on the fund
accountability statement. our  study and evaluation identified
certain conditions that we believe result  in more than a
relatively low risk that errors or irregularities that would be
material in relation to the tund accountability statement may
occur and not be detected within a timely period. A summary of
the relevant weaknessces detected is presented below:

- an lnadequate accounting system;

- lack of proper control over documents supporting project acti-
vities;

- dnadequate  seqregation  of functions  in the procurement of
goods and sarvices;

- Jack of specitic controls and policies for preventing possible
conflicts of "nterest and transactions with cmployees and re-
latives of otticials and enployecs;

- lnadequate controls over inventories of commoditios distribut-
cd to the communities; and

= lnadequate controls Lo assurce optimum and economical use of
vehicles rented and treight services contracted for tfansport-
ation of tood and supplies.

Compliance with Agreement Terms and Applicable Laws and
Regulations

The limitations iwmposed on the scope of our work prevented us
from determining whether o)1 transactions selected for testing
and items not tested were in ocompliance with agreement. terms and

applicable laws and reguiat one. However, our audit tests deter-
mined that for certain components CESAD was not  in compl iance

with agreement Corme and applicable laws and regulations, as des-
cribed in the tollowing page:
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- non-compliance with the general requirements for non-govern-
mental, non-U.S. grantees, regarding the acquisition of goods
and services, (section 17 of the general requirements) ;

- non-compliance with the procurement procedures reduired by
USAID/ELl Salvador in the agreement and implementation letters;

- untimely payment of taxes withheld from employees!' salaries
for social security and social housing fund contributions, as
well as 1lncome taxes;

- lack of approval ot monthly per diem allowances paid to pro-
ject ofticials and certain CESAD of ficers:

- in addition, it was not possible to examine documentation sup-
porting certain iteas pertaining to the lqgquidation of inven-
tories shown on the project 's tund accountakbilicy statement as
of June 30, 1985.

= USAID/ED  Salvador's physioal inventory  shows a fixed asset
shorttall ot ¢S4, 460 for cortain items of fiwed aussets,

As described elsewhere in thig report, we aiso found certain si-
tuations which could be indicative of irregular accounting proce-
dures and which are discusced in a separate report issued to the
attention ot the kegional Inspector Ceneral for Audit (RIG/A/T) .

MANAGEMENT COMMENTS AND AUDITOR RESPONSE :

Background., On hune o, 98 the program was terminated by
USAID/EL Salvador, a5 mentioned coluewhere in this report, and
this was the last day tor the audit field work in CESAD's oifice.
Oon July 1%, 1988 o dratt ot the audit representation letter,
including the major tindings, was deliverced to CESAD officials
For their acceptance and cacoat ton.  oOn Algust 18, 1988 the CESAD
representation letter wa oceved by Price Waterhouse, with the
exceptions ot Comuentn cbene 1 bed peelow, duly exzcuted by Mr.
Manucl de 00 ouinoner  and Doctol Carlos Antonio Bautista,
Executive bDirecuron and o weneral o Manager  of  the project,
respectively.,

CESAD!s EBxecutive Director comments to the representation letter
and major findings

1. Price Waterhouse finding: Listing of the authorized
signatures of community representatives receiving deliveries
of foodstuffs could not be obtained.



CESAD comment: The program required authorized signatures for
community representatives who could sign checks on bank
accounts. The listing mentioned by the auditors was not asked
for by USAID/E]l Salvado) representatives. The USAID/E1
Salvador Rural Development Office was provided a listing of
the Board of Director's community representatives who also
signed for receipt toodstutlfs and other inputs.

Price wWaterhouse response: The listing turnished to the
auditors did not show the signatures of the authorized
representatives tor receipts of foodstufts and other inputs.
The listing rocerved was 1or signing checks only.

Price Waterhouse ftindi ng: Contracts supporting rentals and
transportation «did not support the reasonablencss of the
transactions.

CESAD comment: bue  to  the urgency ot the project, the
situation in the country and the Socic-political conditions,
bilds woere not obtained. The project's management focused on

S ood serviice, responsibility, ettlciency and
Capability of organizations to offer seirvice without the
intention to favor specitic tamilies or institutions. Other
trancportation institutions were consulted for the possibility
of providing uuch conpretionsive sorvices: however, they were
willing to provide Uransportation onl y to places where no risk
or danger existed, 1. o, San Salvador and  the western  region
and not in the wid ana coctern regions of the country.

Argene:

The underlying warohonsee records-kardex,  accounting records
and deliverics to communit ies support  the proper use of  in
Kind contributiongs. The oportant tact s that services were
provided.  To CRESan 0 Enowiedage nothing was lost 1n route from
the Acajutla port to the warchouses and from there to the
communities, The  bl-dv0 program contracted monitors  who
consistontly  poertermed  physical tncpections  and  received
claims rrom the incarane: COmpaniiien,

Price Watcerhouse response: Dur fanding 1s based on the fact
that sufricient Loy port o documentat son  and contracts woere
not made avancatie o determine it appropriate  procurement

procedures wore ol o

Price Waterhouse tinding: Procedures justitying the usage ot
rental vehicloo were ot uoed.

CESAD comment : CESAD'S managenent  prepared o cchedule  to
control and program the use of vehicles by technical statt,
supervisors  and  promoters for Lhe various taskes demanded by
the program.






CESAD comment: Management acknowledges that personnel
contracting and procurement of transportation services and
vehicle rentals amounting to 27,474,805, in certain aspects,
circumvented the general policy but, without contlicts of
interest. In general, management believes that procurement as
well as poersonnel  contracting was fully approved LYy project
implenentation letters and other correspondence.

Price Waterhouse roesponse: specitic authorization: reguested
by the auditors were not made available.

Price Waterhouse finding: Foodstutt's and other procurements
amounting to €6,620,734 were acquited without required prior

approval by USAID/ED Salvador for francactions. in excess of
20,000,

CESAD  comment:: Management  pointed out  that all  1oodstuff
procurcnents  were  approved  an letters  of 0 April 13, 1987
executed by Mr. F.o Fnos USAID/EL Salvador Human Lesources and
Humanitarian Assictance Director and May 7, 195/ ¢ocuted by
Mr. Raymons . Lynch bProject Monoger.

Price Waterhouse response: The above mentioned tettors do not
show specitic  approval tor cach of the procurement
transactions in excess of ¢20,000 as it is called tor by the
agreement.

Draft report delivery and exit confercnce:

1 .

On Octcber %, 1988 an Eknglish version of the draft audit
report, reviewed by RIG/A/T representatives, was delivered to
CESAD'G Executive Director, Mr. Manuel de J. Quinonez.

On October 10, 198BR the translated Spanish version of the
draft audit report was derivered to CESAD Executive hirector,
Mr. Manuel do J. Quinoneys.

On October 16, 1988 Mr Manuel de J. Quindner passed away,
without having an opportaingry to attend the eait contorence to
discuss the dratt  audit  report as was scheduled for the
following weelk.

On November &%, 1988 Mr. Jose Leon Lemus assumed tho position
as CESAD's Executive Director.

10



5.

On November 1%, 1988 an exit conference was held with
representatives of CESAD's  Board of Directors, USAID/E!
Salvador, RI1C,A, | nd ¢I'ice Waterhouse to discuss the draft
report. CESAD's representatives stated that they were not in
a position to discuss  rthe report  since they were not
acquainted with CESAD's past operations. The CESAD
representatives requestea the payment of additional funds of
approximately ¢500,006  ror  unpaid  balances to creditors
related with the projectu.

RIG/A/T representatives indicated that a written response to
the draft audit report was required by November 25, 1988, if
CESAD wanted to submit written comments (CESAD had already had
more than 30 days) . U November 22, 1988 CESAD sent a letter
addressed to the Ottice o1 the Regional Inspector General at
Tegucigalpa, ndicating rthat  since the CESAD official that
executed the agreement with A.l.b. had passed away 1t was not
possible to clarify ana ~omment on the draft audit report, and
that the present Fuocutive Director Mr. José Leon Lemus did
not know the reasons and nctificat ion of questionable costs
reported by the uditog However o CESAD acknowledged that
some mistake:r ano 1rreenn a1t pes may have occurred on the part
of the ofticials managing the project,

The present CEsAD ropresentatives belileve that the institution
ras certain rosponsilboiiities, but the officials that managed
the project funds shonls ne investigated.,  Also, they believe
that the persons onat provided transportation services should
be investigated,

The entire text of CESAD's responses are included in
Appendices 1 and T1.

USAID/EL SALVADOR MISSION COMMENTS

The entire text o! USAluskl Salvador mission comments is
included in Appendix 111.

Price Waterhouse has considered USAID/E]l Salvador comments and
adjusted applicable figures in the final report.

* * *

y
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Price Waterhouse %

NUTRITIONAL PROGRAM MANAGED BY THE

SALVADORAN EVANGELJCAL COMMITTEE FOR HELP AND DEVELOPMENT

USAID/EL SALVADOR PROJECT No. 519-0281

FUND ACCOUNTABILITY STATEMENT
January 1, 1987 through June 30, 1988

AUDITOR'S OPINION

We have performed a tinancial and compliance audit of the fund
accountability statement of rthe Nutritional Program managed by
the sSalvadoran Evangelical committee tor Help and Development
(CESAD) USATID/EL Salvador Project No. 519-0281, for the period
January 1, 1987 to June 30, 1988. Except as explained in the
following paragraphs, our examination was made in accordance with
generally accepted auditing standards and the United States Comp-
troller General's "Standards for Audit of Governmental Organiza-
tions, Programs, Activities, and Functions" (1981 Revision) and
accordingly, included such tests of the accounting records and
such other auditing procedures as we considered necessary in the
circumstances.

1. We were appointed as auditors on May 16, 1988, four days
before USAID/FE]l Salvador notified CESAD of the discontinuance
of project activities. Due to this sicuation and because the
main project activities had already been undertaken, it was
not possible to physically inspect and oversee the distribu-
tion of products to the communities, nor were we able to
secure a listing of the authorized signatures of community re-
presentatives for us to compare them with those appearing in
the product shipping orders and ascertain their delivery to
the intended beneficiaries.

2. The internal control system did not provide for an adequate
segregation of tunctians, Also, certain deficiencies in the
inventory controi records prevented us {rom parforming an ade-
quate analysis of unit and value movements.

3. Supporting documentation, in general, was found to be
inadequate to the point  that no adequate audit procedures
could be applicd to determine whether the acquisition of goods
and secrvices had been made on o competitive and open basis,
for seccuring the most advantageous conditions for the project.

4. No contracts were signed supporting rental terms and rates for
vehicles used in the supervision of project operations.

12
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NUTRITICwAL PROGRAM MANAGED BY THE

SALVADORAN EVANGELICAL COMMITIEE FOR HLLP AND_DEVELOPMENT

USAID/EL SALVADOK _FROJECY No, 519-0281

FUMD ACCOUNTABILITY STATEMENT
January 1, 1987 to June 30, 1988

(expressed 1n Savvadoran cotones- Note 2)

Explanation
gucdget of question-
balance Question- able costs

(Note &) Amount able costs {Note &)
Cash on hand as of January 1, 1987 4 353,265
Receipts for the period January 1, 1987
to June 30, 1988 15,853,160
Insurance proceeds 158,064
Total cash available 16,364,489
Expenditures charged to the
project (Nute 7):
Personnel costs g 2,680,720 5,912,087 ¢ 27,150 a and f
Equipment and services 681,085 495,730 73,406 b, and |
Maintenance 724,960 833,340 32,908 g, h, k, mand n
Rent 2,555,860 2,935,889 2,474,855 c, d and i
Local purchases 10,532,585 6,749,650 6,620,734 e
Training 728,30% ST, 952 92,200 J
Contingencies 264,31%
tiandling charges (Note 3) 1,650,000 1,665,872 924,785 0
Total expenditures £19,817,85L 16,620,320 210,246,038
Excess expenditures over receipts 29,85
Less - Assets pard with project's
funds:
Accounts receivable 1,928
Merchandise 1n transit 99,259
Transitory accounts 20,798
117,985
Balance in favor ¢f CESAD £ 137&&;2
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NUTRITIONAL PROGRAM MANAGED BY THE

SALVADORAN EVANGELICAL COMMITTEE FOR HELP AND DEVELOPMENT

USALD/EL SALVADOK PROJECT No. $19-0281

NOTES TO THE FUND ACCOUNTABILITY STATEMENT

January 1, 1987 through Junc 30, 1988

NOTE 1 - SUMMARY OF ACCOUNTILG POLICIES:

The signiticant pocount b polbcres and practices adopted by
CESAD for the Hutiyticnas itogram do not necessarily reflect the
application ot coounting principles generally accepted in the
United States of America. A summary ot such principles follows:

Basis of accounting -

The accrual  basis  of  accounting is  tollowed tfor recording
expenses, but recelpts are generally recorded as collected.

Inventorics -

Inventories consist mainly ot agricultural inputs and supplies
for distribution to communities. Purchases ot inventory are
recorded as project costs and reported to USAID/EL Salvador for
reimburcem:nt at the time of purchase.

Fixed assets -

Fixed asset acquisitions are charged at cost directly to the pro-
ject and no depreciation 1s taken.

NOTE 2 - EYCHANGE RATE AND REGULATIONS:

The books ot record ot CESAD are Kept in Salvadoran colones, de-
noted by the symbos W in the accompanying statement. On January
22, 1986 The rate ot exchatugs torthe Salvadoran currency was e
tablished at WJh.oo0 to oy o

HOTE 3 - HANDLING CHARGES:
According to the agreement, CESAD is authorized to charge a fee
of 10% v!f rtotal tirect sty fisbursed, excluding equipment, ser-
vices and contingencies . w compensation tor managing the pro-
ject.

NOTE 4 - QUESTIONABLE COSTS:

A summary of certain questiondble costs charged to the project is
presented in the following page:

15



Reference Component

Non-compliance with
aqgreement terms

a. Personnel
b. Equipment
and

services

Cc. Rentals

Explanation

CESAD paid an uniform, flat ner

diem allowance to program of-
ficials. This did not comply
with the A.I.D.'s policy of
requlring submission of a re-
port 1or actual expenses  in-
curre:t. Ho o original  source
documentation  in support  of
these cxpenses was tound, and
they woere not  approved by
USATD ELl salvador.

Ho  evidence ot approval by
UsAlD B Salbvador  could be

tound tur the purchase of three

air conditioning unit:,

Freight services used by CESAD
were aimost  exolusively pro-
vided by Transportes de Carga
La Flecha and Trarsportes Cen-
troamercanas  without prior
USATD/ b1 Salvador approval. HNo
evidcnce was  tound that open
competition had been used to
acquitre  such services, This
was  not in compliance  with
section i/ (a) ot the General
Requirements  for  Hon-govern-
mental, Hon-U.9. grantees,

Vehicle  rental services  used
by CEsAL  were provided by in-
dividuais, without formal
contracto, These exnpoenses were
mostly paitd 1n advance before
any scrvices were provided and

without the  approval o1
CSAID/ R salvador.  This  was
not in compliance with Section
1/ (ot the General Require-

ments tor Hon-governnental,
Non -~ U.o. grantee:s,

Carricd~torward . . .

L6

Amount

gz 19,950

18,940

1,889,405

284,400

£2,212,69%



Reference Component

e. Local ftood
purchases

Unreasonable Costs

f. Personnel
g. Mainte-
nance

Explanation
Brought-torward

Local tood purchases exceeding
C20,00u0 tor each transaction
were  made  during  the period
trom April through September
1987, without prior USAID/E]
salvador anproval, as was re-
quired by Section B.1 of im-
plementation letter HNo. 6
dated May AP BV R 2 VAN Thoese
Costs are questioned boecausoe

O non-compllance with
agrecmernt terms  and  other
irreqgula: conditions noted

regarding these purchase:s,

Salary rma1d to  Elizabeth Ra-
mirez t1rom Hovember 16, 1987
through May 30, 1988, with-

out proper evidence that the
services were actuc Uy ronder-
ed. The Jast  che 'k was not
claimed by this peraon.

1. During the period trom Ja-
nuary 1, 1987 through May
31, 1988 repailrs to leased
vehicles  were  charged  to

the project. Theae  costs
were considered  "ineljg-
tble" according to corrog-

pondence trom  USALD/RL
Salvador, Following  are
the payments, in quest ions:

Car Plate

Payment

P- 73382 3,037
P- 94073 1,947
P=7197% 3,431
P- 73545 6006
P- 16501 3,497
P~ 53254 4,567
P-109%19 3,447
P- 73110 250

Carried-forward . . .
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Amount

£2,212,69%

6,620,734

7,200

21,677
28,862,306



Reference Component
h.

i. Rentals

j. Training

Explanation

Brought-forward . . .

2. Disburserents fovr gasoline
consumption for vehicles
not used or assigned to
the project:

Car plate Consumption
P-54714 £1,485
P-73382 2,043
P-80401 166
No number 471

1. Vehicle rental arrangement
with Sure Rent-Car were ma-
de without properly eva-
luating lease vs. direct
purchase. Also no quota-
tions from other suppliers
were obtained for select-
ing the most economical
rates.

The lack of appropriate do-
cumentation does not permit
determining whether the re-
lated expenses were justi-
tified.

2. Payments for transportation
services for products were
not supported with evidence
that the reported contrac-
tor provided the services
or that the services were
actualiy received.

The fack of adequate documen-
tation does not  permit deter-
mining whether the project's
employecs attended the train-
ing mentioned. The descrip-
tions of the courses given,
location, length, names and
numb et of  participants and
other related information was
not made available. Some pay-
ments  were made  directly to
CESAD employees.

Carried-forward . . .
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Amount

28,862,306

4,165

199,850

101,200

92,200
29,259,721




Reference Component

Ner allocable costs

k. Communica-
tion

1. Equipment
and serv-
ices

m. Other
costs

n.

Questionable direct costs

with check No.

Explanation

Brought-forward

international tele-
phone calls, mainly to Vermont
and New Jersey, whose legiti-
mate allocation to project
costs was 1mpossible to deter-
mine. Telephone bills paid
3657 dated May

Personal

21, 1987.

during
were re-

Fixed
1985,

assets acquired
1986 and 1987,

ported by CESAD as returned to

USAID/E]l Salvador in June 198§
and charged to project funds.
However, USAID/E] Salvador
physical inventory shows a
shortfall.

1. Liquid wax, the use of which
could not be determined, was

purchased 1in October, 1987
with checks 4638, 4660 and
4778.

2. Check No. 3627 dated May 18,
1987 for the purchase of
clearing materials was not
cashed by its payee. Also
no bid quotations were ob-
tained for selecting the
best offer.

0. Proportion of
handling com-
mission charges
computed on the

qguestionable
(Note 3)

costs

19

Amount
Z9,259,721

1,716

54,466

3,700

1,650

9,321,253

924,785
£10,246,038




NOTE 5 - ADJUSTMENT TO INVENTORIES AND
FIXED ASSETS

On the basis ot instructions tor final project liquidation, CESAD
was required to reoturn to  USAID/El  Salvador the stocks of
products not used or delivercd to the communities, as well as the
fixed assets acquired with project funds or donated by
USAID/E1l Salvador under the Agreement.

On June 30, 1988, journal entries pertaining to the liquidation
of inventories and fixed asset balances of ¢66%,4%3 and 54,4066
(Note 4, item-retercence 1 respectively, were recorded in the
accounting records.  The entries were not supported with original
source documentation as evidence that the inventories had been
satisfactorily returned to and received by USAID/E]l Salvador.
The amount of the rewmarning inventories was not adequately deter-
mined; rather, such amounts were taken directly from the inven-
tory subsidiary reoords without having been adjusted based on
physlcal inventory counts. A detall ot the inventory items and
value is shown below:

Journal entry No.

source CD_111 €h_114 Total
Project funds Z485,585 £179,808 £065,453

NOTE 6 - BUDGET:

A summary of the budget and the costs incurred as of December 31,
1986 is as follows:

Cost incurred Remaining Salvadoran
Budgeted as of December budygeted colones
amounts 31, 1986 amounts * cquivalents
Personnel $1,011,000 § 474,856 $ 536,144 ¢ 2,680,720
Equipment and
services 310,000 173,783 136,217 681,084
Maintenance 410,04 3 265,05] 144,992 724,960
Rent 1,056,000 544,828 511,172 2,555,860
Purchases 3,371,000 1,264,483 2,106,517 10,532,58%
Training 180,000 54,339 145,661 728,305
Contingencies 57,957 5,094 0 92,803 204,315
Sub-Total 6,396,000 2,762,434 1,633,566 18,167,830
Handl ing
commission _...290,000 L.260,000 330,000 1,650,000
Total 20,980,000 93,022,434 $3,963,566 %£19,817,830

* Exchange rate used to translate US dollar into Salvadoran colo-
nes was ¢5.00 = Us$1.00.
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NOTE 7 - DISBURSEMENT LIQUIDATIONS PENDING
ACCEPTANCE BY USAID/EL SALVADOR

A reconciliation of liquidation requests presented to USAID/E]
Salvador and total project costs per the fund accountability
statement follows:

Liguidation ILiquidations
requests pending ac- Total project
presented to ceptance by costs per Fund
USAID,/E1 USAID/E1L Accountability
Salvador Salvador Statement
Personnel costs £ 3,496,398 Z£415, 689 £ 3,912,087
Equipment and
services 463,533 32,197 425,730
Maintenance 749,491 83,849 833,340
Rent 2,668,939 266,950 2,935,889
Local purchases 6,748,859 591 6,749,450
Training 217,076 10,876 227,952
Handling charges 1,346,897 118,975 1,465,872

£15,691,193 £929,127  £16,620,320
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Price #taterhouse

IUTRITIONAL PROGRAM MANAGED 3Y THE

SALVADORAN EVANGELICAl, _COMMITTYE FOR HELD AND DEVELOPMENT

USALD/EL _SALVADOR PROJECT NO., $19-078]
REPORT ON_INTERNAI ACCOUNTING CONTROL, AND PROCUREMENT SYSTEMS

AUDITOKR'S OFIHION

We have perforiaed o financial and compliance audit of the Nutri-
tional Progiam managed by the Salvadoran Fvangel ical Committee
tor Help and Development (CESADS tor the period January 1, 1987
to Junc 0, 1088, and have iasued ow report dated Septoember 28,
1988 on the related fund accountability statement in which we
disclaimed our opinion due to limitations in the BCOpe Of our
work. Our examination was made in accordance  with generally
accepted auditing standards and the standards tor financial  and
compliance audits contained in the . o, Comptroller General's
"Standardas for Audit  of  Government ol Oroanivations,  Programs,
Activitics, and Functions™ (104 ey iatony . Solely to anaist us
in planning and performing o cramination, we clasosificed and
made a study and evaluation of the signiticant internal accoun-
ting controls in the following categories:

- Inventories
- Procurement policies and procoedures  for the acquisition of
goods and services, including vehicle rentals
- Product shipping to communitics
- Controls over the use of vehicles  denated by USAID/E1 Salva--
Salvador, and
- Personnel costs

That study and evaluation was limited to a preliminary review of
the systems to obtain an understanding of the control environment
and the flow of transactions throngh the accounting system.  Be-
cause we concluded that the audit could be pertformed more off(j-
clently through substantive audit tests and due to certain con-
trol weaknesses observed  (see findings Noo. 1 through 4), our
study  and  evaluation of the  nternag account ing controla and
procurement. practices  did not cstond bevond thio profiminary
review phase. Accordingly, we oo not cupress an opinion on the
system of internal accounting contiol and procurement practices
taken as o whole.  Also, our cwaminal ion, made b0 accordare. With
the standards mentioned above, would not necessarily discelone ol
material  weaknesses  in the  internal acoount ing control o and
procurcment.  systoemes., However, v craminat ton e boned
conditions ddentificd in finding. 1 through 4 in e ol Towing
pages, that we helieve result on more *han oa pelat verly low rink
that crrors or drregulariticos oo amounts that would be material
in relation to the project fund accountabi |t o statement. taken an
A whole may occur and not be detectod within a tinely period,


http:REPORTONINTER.AL

These conditions were considered in determining the nature, tim-
ing, and extent of the audit tests applied in our examination of
the Nutritional Program's rund Accountakility Statenent and this
report does not attect our report dated September 28, 1988 o
such statement.

This report iy intended solely ter the use of CESAD and the
United States Agency tor  International bDevelopment This res-
triction 1 not intended to limit distribution of this report
which, upon acceptance by the Otfice of the Inspector General, is
a matter of pubjac record.

i ”

] ’ ;T
TANCE v ey o
September 28, 1988
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NUTRITIONAL PROGRAM MANAGED BY THE

SALVADORAN EVANGELICA]l COMMITIEE FOR HELP AND DEVELOPMENT

USAILD/ZEL SALVADOR PROJECT NO. 519-0281

REPORT ON INTERNAL ACCOUNTING CONTROL AID PROCUREMENT SYSTEMS

FINDINGS

Condition:

The accounting records for the Nutritional Program did not ade-
quately support <—ertain major costs reflected in the fund ac-

countability statement. sucho unsupportod costs were primarily
related to procurement and nventory control, transportation anad
vebicle rentals. Also, the accounting records did not support

the generation of financial accounting  data tor USAID/FEI
Salvador. The system in place did not incorporate the zontrols
necessary to gencrate reliable accounting data.

Criteria:

Establishing and maintaining an internal control system based on
adequate accounting records is an  important responsibility of
managemert. section Il of the agreement requires CESAD to maln-
tain a proper accounting intormation and internal control system
to provide reasonable assurance that the transactions were oxecu-
ted in accordance with project management's authorization.

Cause:

CESAD did not implement a proper accounting system for control ot
the transactions generated by the Nutritional Program. Manrage-
ment did not provide «lose supervision to assure adherence to
established policies and agreement procedures.

Effect:

Because ot the generally poor condition of the financial records
and the internal control gystem, as described in Note 4 to the
project's fund accountability statement, CESAD was  reimbursecd
C10,246,0388 by USALD/EL salvador for direeot project costs, whioh
are considered questionatile tor the reasons described in Hote
Furthermore,  ao  explained 0 Note b , project. cousts inceluded
£665,453 In 1nventories recorded as returned to USATD/ELD Salvador
without evidence of proper disposition.
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Recommendation:

USAID/EL Salvador should require CESAD to implement adequate
internal accounting control and management information systems to
permit preparation of reliable, complete and accurate financial
information.

2. There was lack of proper control over documents supporting
project activities

Condition:

CESAD did not establish appropriate control over the flow of
documentation as evidence that recorded transactions did in fact
belong to the project. This condition created the following
situations:

a. the available documentary evidence was, in most ceses, insut-
ficient to evaluate the 1ecasonableness and propriety of cer-
tain costs charged to the project;

b. a system tor controlling invoices and other documents as evi-
dence of receipt of goods and services, prior to initiating
payment procedures, was not implemented; :

C. warechouse receipt forms did not consistently make reference to
the supplier's invoice or shipping order numbers to adequately
support payment of the related purchase;

d. the voucher checks tor payment of local purchases and vehicle
rentals did not include warchouse receipts or corresponding
rental agrecn nty;

e. receipls tor gasoline were not consistently signed by the
employces using 1t nor  were the corresponding vehicles
itdentificd in all cases;

f. an  inventory  subsidiary  record (kardex) with sufficient
infcimation to maintain adequate control over quantities and

values of inventories was not in use: and

g. training costs  were  not supported with sufficient
documentation concerning the nature, location, and names of
participants.

Criteria:

Agrecment terms require sufficient evidence to identify the ap-

plicability and reasonableness of costs reimbursed with project
funds.
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Cause:

Insufficient administrative staff and lack of timely supervision
by the Executive Director did not provide for adequate controls
and sufficient documentation of transactions.

Effect:

Costs charged to the project were considered questionable because
of lack of sufficient evidence to establish their reasonableness
and applicability to the project.

Recommendation:

USAID/El Salvador should require CESAD to improve its controls
over the flow of documents to adequately support costs incurred.

3. Ingggwyggﬂggggggggpe”sequgation of functions in the procure-
ment of goods and services

Condition:

Both the finance manager and the accountant approved purchases of
goods and services and were also responsible for issuing and
signing checks as well as keeping the accounting records.

Criteria:

Segregation of incompatible duties is fundamental to the relia-
bility of an entity's control system. The underlying concept is
that no one person should be in a position to control all phases
of processing a transaction i1 oa way that permits errors of omis-
sion or commission to go undetected. The flow of activities
should be designed so that the work of one individual is either
independent of, or serves as a check on, the work of another.

Cause:

CESAD did not establish a system with a proper segregation of
functions for the procurement of goods and services.

Effect:
Costs 1incurred were considered questionable because adequate
procurement practices did not exist for reasonable assurance that

purchases were based on valid, approved requests and were proper-
ly made as to prices, Juantities, qualities and vendor selection.
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Recommendation:

USAID/E]l falvador should require CESAD to reorganize its procure-
ment department assigning incompatible functions to different
individuals for reasonable assurance that acquisition of goods
and services is properly approved, executed, recorded in account-
ing records, rececived ana paid tor.

4. There was lack of certaln procurement procedures deemed neces-
sary for control purposes.

Condition:

The procurement system for the acquisition of goods and services,
lacked the following:

- requisition forms;

-~ purchase orders properly approved by the Program Manager or
Director:

- evidence of having obtained competitive bids from qualified
supplicrs;

- a "paid" stamp or an eguivalent means of identitying check
numbers and dates of payment;

- evidence that goods and services were actually received; and

- @ statement of business ethics prohibiting making purchases ot
goods and services from individuals or entities having family
or similar ties with officers and employees of e¢ither CESAD or
the project in order <o prevent potential  conflicts of
interest,

Criteria:

An adequate procurement system is necessary to provide assurance
that costs reported as incurred were ecffic’ ntly and eccnomically
applicd to activities envisaged by the agrecment.

Effect:

Costs for goods and services incurred without following adequate
procurement procedurces could be considered questionable,

Recommendat ion:

USATD/ET Salvador should require CESAD to Improve its procurement
system o that purchases of goods and services are made On i
open and compet it ive basis, without indicat ions of purchases fron
individuale or ont it ion wity, Pamily or sinilar relationships with
of ficers and cmployee:, . Also, there should be documentation ae
evidence that qoods o1 Services are actually received,
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NUTRITIONAL PROGRAM MANAGED BY THE
SALVADORAN EVANGELICAL COMMITTEE FOR HELP AND DEVELOPMENT
USAID/EL SALVADOR PROJECT NO, 519-0281
REPORT ON COMPLIANCE WI'TH AGREEMENT TERMS AND APPLICABLE

LAWS AND REGULATIONS

FINDINGS

1. Documentaticn supporting certaln costs was not available for
review.

Condition:

CESAD failled to maintain sufficient documentation to support
costs charged to the Nutritional Program and reimbursed by
USAID/E]l Salvador. Examples ot documents not kept nor provided
for our review were:

a) bid quotations from difterent suppliers to justify purchase
terms and awarding procedures;

b) a listing of authorized signatures to permit verification that
food and other product deliveries were actually received by

the communities:

C) proper rccords as evidence that vehicle rentals charged to the
project were necessary and reasonable;

d) USAID/E]l Salvador's authorization to purchase air conditioning
units;

e) authorization tor the payment of per diem allowances to CESAD
officials and employees.

Criteria:

According to the agreement, CESAD was responsible for maintaining
the above mentioned documentation available for review and audit.

Effect:

As CESAD failed to comply with agreement terms reqarding availa-
bility of certain documentation for audit purposes, undocumented
costs charged to the program could be considered questionable,
Recommendation:

USAID/ El Salvador should reguire CESAD to provide adequate and

relicakle (bona-tfidej documentation to support all costs charged
to the project.
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2. Local purchases were made vithout USAID/E]l Salvador approval
and without obtaining competitive bid quotations from several
suppliers.

Condition:

CESAD made many local purchase transactions far exceeding
£20,000 ecach and permanently contracted two local transportation
companies and a vehicle rental company wilthout USAID/E]l Salvador
approval. Also, In acquiring these goods and services CESAD
failed to obtain competitive nids from several suppliers in order
to secure the most advantageous conditions tor CESAD.

Criteria:

According to the agreement, prior approval from USAID/El Salvador
is required for any purchase of goods and services in excess of
£20,000. Bid quotations trom several suppliers should be obtain-
ed on a competitive basis.

Cause:

CESAD did not comply with the above mentioned procedures and
delegated procurement decisions to the General Manager, the Fi-
nance Manager and the accountant for the project.

Effect:

All local purcnases of goods and services which did not comply
with the required procedures could be considered questionable.

Recommendation:

USAID/E] Salvador should require CESAD to strictly follow the
procurcment procedures required by the agreement,  which require
prior approval trom USAID/E] Salvador tor any purchase of goods
and services 1n oexcess ot ¢eu,000 and competitive bid quotations
from several suppliers.

3. Several transactions were made which represented contlicts of
interost.

Condition:
Local  purchases were made from CESAD employees and former
employees  and rejlatives ot CESAD officials and employees were

contracted tor employment, transportation services and vehicle
rentals.
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Criteria:

The General Requlrements tor Non-Goverinmental, Non-U.S. Grantees
(Section 17 - Acquisition ot gocds and services) prohibits goods
and services trom being acquired trom employees or members of
their families.

Cause:

CESAD did not implement a conflict of interest policy as required
by regqulations.

Effect:

Local purchases, transportation services and vehicle rentals and
other goods and services acquired from employeces and relatives of
employees did not comply with the above mentioned requirements
and could be considered questionable.

Recommendation:

USAID/EL Salvador should require CESAD to implement a4 conflict of
interest policy and retrain from obtaining qgoods and services
from officials, enployees, and relatives of cmployees, who are
considered unauthorized supnliers.

_ Mith suppiiers lacked a clause permitting
access to suppliers! accounting records.

Condition:

CESAD did not require 1nclusion of a contract clause permitting
access to books, documents and contractor records, for audit
purpogses.

Criteria:

Section b) 5, ot Paragraph 17 ot the General Requirements for
Non-Governmental, Non-i. &, Srantees, requires contracts to have a
provision permitting access to program related documentation.

Cause:

CESAD was not aware of the applicability of this requlation to
contracts in excess of USS$10,000.
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Effect:

Failure to comply with the above mentioned condition could
prevent audits of contractor records to review costs charged to
CESAD.

Recommendation:
USAID/EL  sSalvador should require CESAD's management to comply
with the requirement to have a provision in all contracts permit-

ting access to supplier's records.

Taxes withheld (1ncome tazes, social  security and .social
housing ftund) were not paid as reguired by law.

w

Condition:

During March, April and May 1988, CESAD failed to pay the
employer's  contribution and the taxes withheld from enployees
salaries.

Criteria:

CESAD should i1nvariably comply with all applicable laws and regu-
letions of El Salvador.

Cause:

There was a lack of funds during the period mentioned.

Effect:

Non-compliance with legal requirements could lead to fines and
othar surcharges 1mposed on CESAD jeopardizing its normal activi-
ties.

Recommendation:

CESAD  should pay 1ts portion of social security and social

housing furnd contributions to the Government, as well as those
same taXes dnd Incole Laxes withheld from employees' salaries.
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NUTRITIONAL PROGRAM MANAGED BY THE
SALVADORAN EVANGELICAL COMMITTEE FOR HELP AND DEVELOPMENT
USAID/EL SALVADOR PROJECT NO. 519-0281

LIST OF REPORT RECOMENDATIONS

INTERNAL ACCOUNIING CONTROL, AND PROCUREMENT SYSTEMS

Recommendation No., 1:

USAID/E]l Salvador should require CESAD to implement adequate in-
ternal accounting contioi and management information systems to
permit preparation ot relianle, complete and accurate financial
information.

Recommendation Ho. 2:

USAID/ETD Salvador should require CESAD to improve its controls
over the tlow o! the documents to adequately support costs
incurred.

Recommendation lo., 3:

USAID/EL Salvador should require CESAD to reorganize its procu-
rement department assigning incompatible functions to different
individuals tor peasonatle assurance that acquisition of goods
and services ooproperiy, approved, executed, recorded in account-
ing records, receoved and pald for.

Recommendation No, 4:

USAID/E]1 Salvador should require CESAD to improve its procurement
system so that purchases ot goods and services are made on  an
open and competitive basie, wirthout indications of purchases from
individuals o cntitie. witn rams | y ot saimilar relationships with
offlcers and oo, ee, Aroen, there should be dozumentation as
evidence that qoods o1 Leivices are actually received.

COMPLIANCE WI'TH AGREEMENT TERMS AND APPLICABLE
LAWS AND BEGULATIONS

Recommendation Ho. J:
USAID/EL Salvador should require CESAD to provide adequate and

reliable (bona-—-fi1de) documentation to support all costs charged
to the project.
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Recommendation No. 2:

USAID/E]l Salvador should require CESAD to strictly follow the
procurement procedures required by the agreement, which require
prior approval fron USAID,FE) Salvador for any purchase of goods
and services 1 cxcess ot ¢20, 000 and competitive bid quotations
from several suppliers.

Recommendation MNo. 3:

USAID/E1 Salvador should require CESAD to implement a conflict ot
interest policy and refrain from obtaining goods and services
from otfficials, omplouyees, and relatives of employees, who are
considered unauthorizea suppliers.,

Recommendat ion No. 4:

USATD/EL  salvador should require CESAD's management to comply
with the requirenent to have a provision in all contracts permit-~
ting access to suppliers' records.

Recommendation Ho. 5:

CESAD should pay its portion of social security and social
housing fund contributions to the Government, as well as those
same taxes and 1ncome taxes withheld from employees' salaries.
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CONTTEL PN SN0 100 SAEA A DO ) I N A P N TN AN T

PROYECTO € NUTRICION

Agosto 18 de 198§, -

Licenciado

Wilfredo Lope:z Salgado
Gerente General

Price Waterhouse
Presente, -

Estimado Licenciado Lopez:

En relacién & su carta de recha 15 de julio del corriente aiio, despué:
de analizar dicnn doctmento con el Gerente Genezral, Director de Proyro-
MIS NV Llemhros Geo jo dunte Directiva; consideramos o bion fimnr dic-
carta con _iortas modllleaciones en las drcas dond. G Mo tenery
nocimiento de'. do loc ngmeraien 2oy oo PTG QU e perTi Lo G un L
dichos camblos para que eslén scorde a nues o GIsposiciols i coape o
to.

ASIMISMO ruero & usted. Lomsr on cuente ¢l tiempo que ha transcurrico
hasta la feche después d- corrado el Convenio, cu relacion o les Cuenios
por Pagar, vo que los [roveedores constantements nos VIisitan v No il
MOS que respucsta proporcsonesles y nos han manifes tado QUL CArRard, L
tereses sobre los saldos por po.ar.

En espera de una pronta respuesta a lo antes manilestado, me suscribo de
usted.

Atentamente,

1
g

/
LIC., M0t b } SUS QUINONEZ
Director {]LyU[!’O

C.C. Sr. Frantlin Latham
Contralor - AID

MRy, -
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En relacion o este iteral, me permito intormar lo si;urente:

El Convenio en el Adjunto No. 1, Literal Iy Numeral 1, solamente -
exigid nombre (s) v carpo (¢) de las personas descritas en ¢l Adjunto
No. 2, 11 D, con el facsimil de sus irmas responsables de Comité: en
San Salvan ot partes oo b ocalvacor, Lo cual o hacimos, jaer
solamente ae Lo personas que fimenrian cicques contre la cuenta ban-

caria Nou. 050> 3575,

‘Nunca sc¢ me p1did lrstade aubre nombres de Comités Locales autorizan-
do la distrivucion de proou. tos civiados ¢ las comunidades. Sin enbar
go, desde antes cano o el muamento de la D del Convenio, mintuvim:
y mantenemo. o i tecna, nombres v orol de cada uno de los inteprante:
Comu Su tunc10n dentro de los Cunités Kepionales, hopartamentales yo -
Locales. Adulcs 1o oticing aci senor kavimond Fvnen, recibio Tistado -
de membros ac Lo ounte Diveotive ac Lo, comnidarie: porsonis que -

tamblén firiaron 1os envios ol recibide de productos (pranos basicos

¢ 1NsSunos .

b) En cuanto & este literal realmente nunca pusimos & su disposicidn ofer

tag de contralos pars serviclos de transporte yv/o vehiulos para trasla
dar & personal ¢ Aelenninada comumndad. Lo verdad de todo fue Ja urpet.
cla de amplementar el Programa de Nutricidn, debido o la situacion so-

cio-politica v econbdmica por la que atravesabs y atraviesa el pais.

Debido o que s gl la admnratrac1on o criterio v responsabilidac

de CESAD, se puensc en ese momento en: as La ureencia, ¢l buch servicic.

-y

responsabl licad v cricrencie conn capacidad en ofrecer un servicio

Sl

ningune mala Intoin 1o b ol oroler sode termminada taralia ¢ ol i
Cién. Adainc v o ‘11['1y Ve et e ol o ulro- LL‘.’;K:E}P.‘Z'[lbe’l.‘ I

las posibilidaice a0 projororonar Ll servicio en toao el pals. Lamen-

tablemznte por Las carcunstan oo antes menclonadas, solamente ol recia

SUS serviclos on lucares Do pelirrosu- (o 2ona conflictiva), es decir
Proporcicnnag: st sorviode s Cocvasor, Lreloonte v no oen las o z7¢

nas paracentral v oorientol,
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APPENDIX II

Noviembre 22 de 198§.~

Setior

Coinage N. Gothard

Inspector General Rewional
de Auditoris

Azencia purs el Desarrollo
Internacional de los Fstados
Unides de Nerte Andric
Teruziealpa, Honduras, CoA,

Estimado senor Gothard:

En relaidn o pota anexa ol informe sobre los resultados de la Audito-
Fla finan tera, respocto ol Prosrams de Nutricion, durante el periodc
del 10 ar cncro de Ty wl s Ge junie de 1988, o pucdo decir lo si--
pulente:

He hecho un breve cotudio a dicho informe, llegando a los cenclusiones
sigulentes:

l.- Outen tirmd dicho Convenlo, yva no existe y eso significa que guien
fue responsable nimocrto vy era el nico que podia proporcionar la
Informa 100 apropaadi v aclarativa que estan requiriendo.

2.- Eso siymfica que, < servidor, quicen recibid el cargo de Presiden
te en techa 5 de noviconre seetn punto de acta vy el Lic, OQuindners

Falle o 0 oo 0 mae ael presente ano, oo yeeeu Jun e tos
AR SR P N LA ST TR O cocc b nen o Yonabo TRl ore e puedal sed uti -
Canon peraoes e b o Lae quctifrcacrones deo o e calitican cono

cuestions e,

kn espera de su considera..on, me suscribo atentamente.

SR. JOSE LEON LEMUS
Presidente

JLL/
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donde no hemos tenido naga que ver con la parte financiera, de manera
que, el mincjo de los fondos en discusion, fue trabajo tanto del Directlor
Ejecutivo como del Gerente. o citiirgo, estamos dispuestos a escuchar su

opinidn al respecto.

En espera d= su més alty consideracidn, me suscribo de usted.

Atentamente,

[ /'( L

4

.

e o -

JOSE LEON LEMUS
Presidente. -

JLL* ¢






b, PL 480 Title IT Copmodities,  CESAD returned to
the USAID 531.5 tons ol comnoditics with an
estinated PL 480 Program Cost of $202.0, 497 (a
Listing huas hbeen provided to the RIG/A/T).

c. Local Food Purchaog, Foth food and agriculeural

inputs were purchascd uander Chis line jven.
Since vhe Agroogon specifically allowed for che

purchiss of theve fvoms and the requirement for
approval of purchises over 4 20,000 w0 o
control over what wias purchased notw thee purchase
process, all quesvionable costs for theoo iLoms
where vhie only prollon ia prior approval should
e removed from che grostionable cost Catengory.,

The Cooporative Agrocment states the following
with regard vo the parchase of food and

agriculrural inpuvs:

"T. PEOGEAM DESCRIPTION

B, Objeoctivey

5. Distribution of basiec qgrains and

adqricultural supplies to improve

aqricnliural oroducyion and nutrition,

The QI"dI:L!)“—-ZQle Joo 1;us;p<)n:11};l~» tor the
purchase, storaae, oand diceciintion of
corn ani teean cecd gt o aarienlyore
supplics vo dicplaced familicos who are
recurning o their place of origin or
permanently resettling in new siteg.”

- ad .

Do Activity Docoripe o

e et e e e et 4 e e i

O. Baclo Sratns Programs

L. Recoarena for Plantinegs

The corn and been seeds will be
purchased by CESAD and o available
for Jdisvritution to participating
institutions prior vo the start,
of the planting consony CESAD
will aloo place orders early for
agriculture capplice Lo oopoure
avallarilivy for the planting

SanTl,



RO:of

CESAD will purchase the seeds and
agariculture supplies locally,
with funds from the 'Local
Purchase of Food' 1ine ivem of
this Cooperative Agreepent,
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